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Auto Dealership Industry Developments—2001/02
How This Alert Helps You
This Audit Risk Alert helps you plan and perform your 2001 year- 
end audits of dealerships. Although this Alert focuses on the auto­
mobile dealership, the topics discussed often can be applied to 
other types of dealerships, including boats, heavy trucks, farm ma­
chinery, and recreational vehicles. The knowledge delivered by 
this Alert assists you in achieving a more robust understanding of 
the business and economic environment your clients operate in. 
This Alert is an important tool in helping you identify the signifi­
cant business risks that may result in the material misstatement of 
your client's financial statements. Moreover, this Alert delivers in­
formation about emerging practice issues, and information about 
current accounting, auditing, and regulatory developments.
If you understand what is happening in the dealership industry 
and you can interpret and add value to that information, you will 
be able to offer valuable service and advice to your clients. This 
Alert assists you in making considerable strides in gaining that in­
dustry knowledge and understanding it.
This Alert is intended to be used in conjunction with the AICPA 
general Audit Risk Alert—2001/02.
Economic Developments
W ith over 19,400 franchised automobile dealerships in the 
United States, automobile dealerships play a big role in the U.S. 
economy and in many local communities as well. In auditing a 
dealership you should be aware of the general economic, regula­
tory, and professional developments that may affect your client.
The AICPA general Audit Risk Alert—2001/02 contains a summary of 
general economic conditions, some of which are summarized in this 
section, along with certain industry-specific information. Keep in
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mind that Statement on Auditing Standards (SAS) No. 56, Analytical 
Procedures (AICPA, Professional Standards, vol. 1, AU sec. 329), re­
quires the use of analytical procedures in the planning and overall re­
view stages of all audits. Statistical information of the type shown may 
be useful to auditors in applying the provisions of SAS No. 56.
Dealership Results in 2000
Surprisingly, franchised new vehicle dealers had another good 
year in 2000, despite the slowing of the U.S. economy. Total in­
dustry revenue hit another record by reaching more than $646 
billion (up from $608 billion last year), with more than 17 mil­
lion new cars and light trucks registered in the United States.1 
The new vehicle department contributed almost 25 percent to 
total profit at the average dealership. Although this is down from 
last year's 39 percent, this is still impressive compared to the last 
decade. Before 1998, dealership profits came mostly from the sale 
of used vehicles and the service and parts department. The fol­
lowing table shows the breakdown of dealership profits by de­
partment over the past three years.
Percentage of Total Dealership Profits
2000 1999 1998
New vehicle department 25% 39% 29%
Used vehicle department 22% 19% 24%
Service and parts department 53% 42% 47%
In 2000, sales of new vehicles increased 7 percent from 1999 and 
used vehicle sales increased 6 percent with total sales of 20.5 mil­
lion used vehicles.2 The service and parts department also had a 
good year with sales up 9 percent over last year. Even with record 
sales, however, total profit at the average dealership declined due 
to the increase in floor plan costs. The average dealers floor plan 
interest (for the new and used car departments) for the first half 
of 2000 increased 52 percent over the first half of 1999.3
1. AutoExec magazine, NADA Data 2001 (August 2001), pp. 35-55.
2. See footnote 1.
3. AutoExec magazine, October 2000, p. 25.
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The trend of the decline of small-volume franchised car dealer­
ships continued in 2000. According to AutoExec magazine, in 
1981 dealerships with sales of less than 150 new vehicles per year 
numbered 9,700. Today there are only 3,699 such dealerships 
(this is down from 4,161 last year). In contrast, today more than 
6,400 dealerships sell more than 750 new vehicles per year, 
whereas fewer than 4,000 such dealerships existed in 1980.4
The Current Economic Environment
As of the fourth quarter o f 2001, the U.S. economy was weak and 
its outlook uncertain. Adding further agitation and uncertainty 
to that weak economic picture are the ramifications of the Sep­
tember 11 attacks upon America. The effects of the attacks are 
likely to further unhinge consumer confidence, decrease corpo­
rate earnings, increase layoffs, and further depress the stock mar­
ket. To be sure, the short-term economic picture looks grim.
Still, the financial underpinnings of the U.S. economy remain 
strong. Inflation is contained, interest rates have been cut, taxes 
have been lowered, energy prices have fallen, and the public debt 
has diminished. Additionally, in response to the September 11 at­
tacks government stimulus measures are likely to be enacted in 
the form of increased spending on defense, spending on recovery 
efforts, direct aid to certain industries, and further tax cuts. The 
seeds of economic recovery are being sown. So while the health of 
the economy in the short term is grim and uncertain and will 
likely continue to worsen, some feel that the economic malaise 
may be short-lived.
Total retail automobile sales mirror the general ebb and flow of 
the economy. Buying decisions are influenced by a multitude of 
economic factors, including disposable personal income; con­
sumer confidence; the relationship between car prices, the rate of 
inflation, and real wage growth; and the availability, cost, and av­
erage maturity of consumer credit. No single variable determines 
how the industry will perform over time. However, there appears
4. AutoExec magazine, NADA Data 1995, p. 29; and NADA Data 1998 and NADA  
Data 2001.
7
to be a strong historical relationship between consumer confi­
dence and automobile sales. Given the interrelationship of auto­
mobile sales and the economy, auditors of dealerships will benefit 
from having an understanding of general economic conditions.
SAS No. 56 requires the use of analytical procedures in the plan­
ning and overall review stages of all audits. The following key sta­
tistics relating to the overall performance of the U.S. economy 
may be useful to auditors in applying the provisions of SAS No. 
56. It is important to point out however that in the wake of the 
September 11 attacks, the traditional indicators that many econ­
omists use to gauge the movement of the economy may be ren­
dered useless in the short term. The effects of the September 11 
attacks on the economy won’t be known for some time.
• Gross domestic product (GDP)—which measures the out­
put of goods and services produced by labor and property 
located in the United States—increased 1.3 percent in the 
first quarter. GDP barely grew in the second quarter of 
2001, increasing slightly by .3 percent. This was the slowest 
performance in eight years. Prior to September 11, all indi­
cations were that the economy would continue to stagnate 
in the third quarter; instead third quarter GDP fell .4 per­
cent, the first drop in GDP since 1993. Estimates for fourth 
quarter GDP point to a 1 percent or more decline. Some 
define a recession as a decline in GDP for two consecutive 
quarters thereby suggesting that the U.S. is entering a reces­
sion. In fact, the National Bureau of Economic Research es­
tablishes the official date of when a recession occurs based 
on the decline of several economic indicators, not just GDP.
• Consumer confidence,5 a key predictor of household spend­
ing, fell sharply in September 2001 to 97.6 from 114 in Au­
gust. October 2001 saw consumer confidence at its lowest 
level in seven years, down to 85.5, with expectations for the 
next six months very dim. Still this level is higher than the 
60 points consumer confidence was at during the Gulf War. 
Historically, there appears to be a strong relationship be­
5. As measured by the Conference Board. See www.conferenceboard.org for further 
information.
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tween consumer confidence and automobile sales, not bod­
ing well for dealers. However the current manufacturer in­
centives have helped to keep sales strong since September 11.
• Unemployment increased to 4.9 percent in August 2001 
and remained steady at that level in September. In October 
2001 unemployment jumped to 5.4 percent; this is the 
highest level it has been at since December 1996, reflecting 
the effects of September 11. Dealerships continue to play a 
major role in the nation’s employment. In 2000 the pay­
roll6 for all dealerships combined represented 11 percent of 
the nations total retail trade payroll.6
• Interest rates have been cut 10 times this year—the fastest 
series of interest rate cuts seen in the past 14 years. On No­
vember 6, 2001, the federal funds rate (the interest rate at 
which banks lend to each other overnight) was reduced an­
other half-point to 2 percent—this is down from 6.5 percent 
in the third quarter of 2000. By the end of the third quarter 
2001, the prime rate (the rate many banks charge their top 
customers and to which other interest rates are often linked) 
was down to 6 percent and then was lowered again in Octo­
ber to 5.5 percent—the lowest it has been since 1972. The 
prime rate is down from 9 percent a year ago. Mortgage rates 
have also declined to under 7 percent from just six months 
ago. Mortgage rates are at their lowest in three years.
The Local Economy
In addition to the national economy, auditors should also con­
sider the local economy. Significant local developments may af­
fect dealership performance. Plant closings and layoffs by major 
employers can send local economies into a tailspin. Certain re­
gions may also be vulnerable to economic downturns in major 
local industries, whereas other regions may be susceptible to vari­
ous natural disasters. Whenever a dealership operates in an area 
that is experiencing such economic pressures, new car sales are 
also negatively affected.
6. AutoExec magazine, NADA Data 2001, p. 48.
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Layoffs
The economic decline has been accompanied by major layoffs 
throughout many industries. Even healthy companies are using 
layoffs as a tool to reduce costs and accumulate earnings as they 
maneuver through this economic downturn.
Significant layoffs can have a serious effect on an entity’s internal 
control and financial reporting and accounting systems. For in­
stance, employees who remain at the company may feel over­
whelmed by their workloads, feel pressure to complete their tasks 
with little or no time to consider their decisions, and may be per­
forming too many tasks and functions. The auditor may need to 
consider whether these situations exist and what their effect is on 
internal control.
Additionally, the auditor may need to consider the possible ef­
fects that key unfilled positions can have on internal control. En­
tities that have had strong financial reporting and accounting 
controls could see those controls deteriorate due to the lack of 
employees. Layoffs can also create additional exposure to possible 
internal fraudulent activities (for example, when an employee 
performs a job function that otherwise would be segregated).
You may want to consider these issues in planning and perform­
ing the audit and in assessing control risk. Remember that gaps in 
key positions may cause control weaknesses representing re­
portable conditions that should be communicated to manage­
ment and the audit committee in accordance with SAS No. 60, 
Communication o f Internal Control Related Matters Noted in an 
Audit (AICPA, Professional Standards, vol. 1, AU sec. 325).
Industry Developments and Other Issues
The following sections touch on how dealerships have fared in 2001 so 
far and what new obstacles they face.
The automobile industry continues to be a highly saturated, ma­
ture industry with intense competition. The makeup of the auto­
mobile industry is changing, perhaps forever. The U.S. domestic 
car makers have been hit hardest by the slowing of the U.S. econ-
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omy and the “Big Three” U.S. car makers (General Motors, Ford, 
and the Chrysler unit of Daimler-Chrysler) are quickly loosing 
their market share to foreign competitors. While sales continue to 
decline for the domestic car makers, some of the foreign car mak­
ers are doing well, especially in the sport-utility, pickup, and mini­
van areas. At one time U.S. car makers held over 70 percent of 
sales in the U.S. car market. In August 2001 sales at the Big Three 
car companies fell below 60 percent of all new cars and trucks 
sold. It is believed that as their market share continues to erode, 
the U.S. car market may one day be dominated by foreign brands.
This section discusses various threats, competitors, and other indus­
try issues that may be relevant to auditors of dealerships. The fol­
lowing standards should be considered when auditing dealerships:
• SAS No. 22, Planning and Supervision (AICPA, Profes­
sional Publications, vol. 1 AU sec. 311), states that, when 
planning an audit, the auditor should consider other mat­
ters, such as accounting practices common to the industry, 
competitive conditions, and if available, financial trends 
and ratios.
• SAS No. 82, Consideration o f Fraud in a Financial State­
ment Audit (AICPA, Professional Standards, vol. 1, AU sec. 
316), indicates that the presence of a high degree of com­
petition or market saturation, accompanied by declining 
margins, may indicate an increased risk of fraudulent fi­
nancial reporting. Keep in mind that when risk factors are 
identified, professional judgment should be exercised in as­
sessing their significance and relevance (see SAS No. 82 for 
a list of fraud risk factors).
• Auditors should also keep in mind their responsibilities 
under SAS No. 59, The Auditor’s Consideration o f an En­
tity’s Ability to Continue as a Going Concern (AICPA, Pro­
fessional Standards, vol. 1, AU sec. 341). SAS No. 59 
discusses the auditor’s responsibilities with respect to 
evaluating whether there is substantial doubt about an 
entity’s ability to continue as a going concern. Some ex­
ternal matters cited by SAS No. 59 that indicate there
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could be substantial doubt about the entity’s ability to 
continue as a going concern when considered in the ag­
gregate include loss of a key franchise and loss of a prin­
cipal customer or supplier.
How Are Dealerships Doing in 2001?
Dealerships are still seeing strong sales in 2001, although it is be­
lieved that 2001 will not be able to beat the record sales of the 
past few years. The strong level of sales throughout 2001 is being 
linked to the numerous manufacturer incentives that were of­
fered, especially by the domestic car dealers. Sales estimates prior 
to September 11 estimated total sales of just over 16.5 million ve­
hicles. At first, sales of vehicles after September 11 were estimated 
to fall below the 16.5 million mark, however further manufac­
turer incentives have helped to spur record sales in October 2001. 
Since September 11 many domestic car dealers have offered new 
incentives linked to “patriotic” themes to help spur sales through 
the end of the year. While this has helped boost sales in the short­
term, dealerships should be prepared for when these incentives 
are no longer offered. It is believed that the manufacturers may 
not be able to keep offering incentives as sales decline and cut 
into their profits.
September 11, 2001
While sales of vehicles were already slowing down, the Septem­
ber 11 attacks on the World Trade Center and the Pentagon 
brought vehicle sales screeching to a halt. Sales declined almost 
30 percent in the first couple of days after the attacks. Sales then 
rebounded through the end of the month due mainly to the 
zero percent financing program incentives that the Big 3 auto 
makers offered— helping to bring consumers back into the 
showrooms. In October 2001 a record of 1.73 million new light 
vehicles were sold. Sales of light vehicles are now expected to 
reach 16.8 million for the year. This level of sales would make
2001 the third best year ever. Forecasts for 2002 show sales 
falling below 16 million vehicles.
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Operating in a Downturn
In the wake of the September 11, 2001, terrorist attacks against 
America it seems more likely than ever that sales of new vehicles 
will be slowing. Naturally, many are concerned that America is 
headed for an economic recession. The automobile industry is 
vulnerable to economic swings and therefore is cyclical in nature. 
This makes us look to the past to see how dealerships have per­
formed in difficult economic times.
Some History
Total domestic car and light truck sales exploded during the mid 
1980s, growing from a modest 10.05 million units in 1982 to a 
peak of 16.08 million units in 1986.7 In contrast, the late 1980s 
was marked by substantial declines. Sales declined from 1988 
through 1991, reaching an eight-year low of 12.4 million units in 
1991.8 Keep in mind that this decline coincided with the Gulf 
War. The industry began to rebound in 1992. The recovery in that 
year was relatively modest, which was consistent with the overall 
economy. During the lean years, many dealers struggled to survive. 
Faced with narrowing gross margins, these dealers reduced inven­
tory, scaled back promotional expenses, and laid off employees to 
reduce overall expenses. Despite these efforts, according to Au­
toExec magazine, in 1990 and 1991 “... more than 20% of dealer­
ships lost money, and nearly 1,500 went out of business.”9
What About Today?
We are seeing some similarities in the way dealers are handling 
the current economic slowdown. Dealers are looking for ways to 
cut costs and to preserve their profits. Some dealers are trying to 
restructure their advertising, to get control of new and used in­
ventory, and to control energy consumption. When the economy 
slows dealers attempt to shorten their vehicle turnover, for exam­
ple to shorten it from 60 days to 45 days. Also look for dealer­
ships to reduce head count and streamline advertising.
7. Automotive News, 1995 Market Data Book, May 24, 1995, p. 25; 1992 Market Data 
Book, May 27, 1992, p. 17.
8. Automotive News, 1992 Market Data Book, May 27, 1992, p. 17.
9. AutoExec magazine, 1992 NADA Data Book, August 1992, p.24.
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J.D. Power and Associates released a report recently saying that 
although new vehicle sales fell sharply immediately after Septem­
ber 11, they expect sales to be less than last year but still the third 
best year on record. Manufacturers are doing their part in trying 
to spur on the sales of new vehicles. GM, Ford, and others offered 
new incentives to help raise the demand for new vehicles and to 
get Americans back to purchasing new cars. Dealers believed they 
would be affected first by the declining sales as they had already 
ordered their inventory for the remainder of 2001, however after 
record sales in October 2001, dealers’ inventory levels are signifi­
cantly less than inventory levels a year ago. Many believe that 
while the new incentives have helped sales now, the first part of
2002 will see tough times for the industry.
Audit Implications
The declining business environment that auto dealerships are 
currently operating in presents business risks that could result in 
material misstatements to the financial statements. Issues that au­
ditors may want to consider include:
• Going concern (consider guidance in SAS No. .59)
• Increased competitive environment and the pressure it 
places on management (see the section “Increased Compe­
tition” in this section of the Alert)
• Layoffs and their effect on internal control and related ac­
counting issues (see the discussion of “Layoffs” in “The 
Current Economic Environment” section of this Alert)
• Increased risk of fraudulent financial reporting (consider 
guidance in SAS No. 82)
The Role of the Internet
The Internet, once thought to be a major threat, has proven to be 
an asset to the dealers. The past year has shown that consumers 
want and need the bricks-and-mortar dealerships for many rea­
sons, including to test drive and service their cars. This past year 
has seen the demise and consolidation of many auto dot-com
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companies. Most consumers use the Internet as a resource and a 
research tool but do the actual purchasing at the dealership. The 
Internet has changed the way dealerships operate. Dealerships 
now use the Internet for business-to-business and business-to- 
consumer purposes. Currently, 94 percent of dealerships have a 
Web site and 78 percent of dealerships use the Internet for busi­
ness operations.10 Many dealers are using the Internet for vehicles, 
parts, and warranty claims. They can now order, trade, or locate 
cars online. These Internet-based systems allow for access to dealer 
data, dealer-factory communications, and competitive sales data. 
Dealers may face certain exposures when conducting business via 
the Internet. Such exposures include unauthorized access to or 
theft of data, computer viruses, and unauthorized transactions. 
The use of the Internet by dealers raises numerous accounting and 
auditing issues that should be considered by auditors.
Help Desk—For a thorough discussion of e-business issues
and risks including audit and accounting concerns see the
Audit Risk Alert E-Business Industry Developments—2001/02.
Increased Competition
An unlikely competitor to the dealerships is now in the form of 
other independent service stations trying to win over the service 
of vehicles from dealerships. The profits from the service and 
parts departments contributed 53 percent to total dealership 
profits in 2000. Dealerships will be competing with independent 
service stations in the future for fewer repairs as the quality of ve­
hicles increases.
Audit Implications
The increasing competition from independent service stations gen­
erates more intense pressure on management to perform and meet 
earnings and revenue expectations. Some specific matters auditors 
should be concerned with when auditing a client subject to intense 
pressures include the risk of material misstatement due to fraud, ag­
gressive accounting methods, and internal control weaknesses.
10. A recent study by Autodaq. NADA’s AutoExec magazine, June 2001, p. 39.
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Risk of Material Misstatement Due to Fraud. SAS No. 82
points out the following factors that may indicate an increased 
risk of fraudulent financial reporting at an entity:
• High degree of competition or market saturation, accom­
panied by declining margins
• An excessive interest by management in maintaining or in­
creasing the entity’s earnings trend through the use of un­
usually aggressive accounting practices
• Management setting unduly aggressive Financial targets 
and expectations for operating personnel
• Significant pressure to obtain additional capital necessary to 
stay competitive, considering the financial position of the entity
• Unrealistically aggressive sales or profitability incentive 
programs
When one or more of these risk factors is identified, professional 
judgment should be exercised when assessing their significance 
and relevance. Auditors assessing the risk of material misstate­
ment due to fraud should keep in mind that the presence of a risk 
factor should not be considered in isolation, but rather in combi­
nation with other risk factors and conditions or mitigating cir­
cumstances. SAS No. 82 provides guidance to the auditor when 
considering risk factors in assessing the risk of material misstate­
ment of the financial statements due to fraud.
Aggressive Accounting. To achieve expected results or report im­
proved financial results, management may adopt aggressive ac­
counting positions. Auditors should be alert to aggressive 
accounting positions taken by management and determine 
whether the accounting is appropriate under the circumstances.
Overriding Internal Control. Management of a dealership en­
gaged in a severely competitive environment may aggressively en­
gage in transactions that bypass normal internal control. If auditors 
determine that there is a risk of this occurring, they will need to 
take this into account in their consideration of internal control and 
perhaps increase control testing.
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Relationships With Factories
The National Automotive Dealers Association (NADA) contin­
ues to focus its efforts on industry relations. Last year's Alert dis­
cussed the rise in factory-owned dealerships. In 2000, we saw a 
retreat by the manufacturers in establishing their own Web sites 
and trying to sell directly to consumers. In many cases franchise 
laws have protected the traditional dealerships. In fact, Ford an­
nounced that by the end of the year it would sell many of its 
manufacturer-owned auto dealerships.
The relationship between dealers and their factories11 continues 
to be contentious. With the Ford recalls, the discontinuance of 
Oldsmobile, and the Blue Oval program there was a lot for do­
mestic car dealers to be upset about.
Auditors should pay attention to the factory-dealer relationship 
because it can have a tremendous impact on the dealership. In 
some cases, adverse relationships may affect the dealership’s abil­
ity to continue as a going concern—for instance, if the discon­
tinuance of a certain brand of vehicle plays a large roll in the 
profitability of a dealership or if a dealer cannot meet customer 
demands because it is unable to obtain certain types of vehicles 
from the factory. In reviewing such relationships, auditors 
should be aware of their responsibilities pursuant to SAS No. 59. 
SAS No. 59 says that ordinarily information that significantly 
contradicts the going-concern assumption includes the inability 
to continue to meet obligations as they become due without sub­
stantial disposition of assets outside the ordinary course of busi­
ness, externally forced revisions of operations, or similar actions. 
Auditors also should consider whether management has made 
appropriate financial statement disclosures of concentrations in 
the available source of supply materials pursuant to Statement of 
Position (SOP) No. 94-6, Disclosure o f Certain Significant Risks 
and Uncertainties.
The following discusses some of the more prominent conflicts 
between dealers and manufacturers.
11. For the purposes of this section, the word factories is synonymous with manufacturers.
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Ford
Relations between Ford and its dealers continued to be strained 
this year. You could not pick up a newspaper without reading 
about the Ford-Firestone recalls. To this day there is still “finger 
pointing” going on between Ford and Firestone. The dealers have 
concerns about how Ford has handled this crisis. Dealers are de­
pendent upon their manufacturer to help support the products 
they sell. The Ford-Firestone situation has caused dealers to ques­
tion Ford’s financial health, future product programs, and quality 
incentives. Ford dealerships have seen their sales and their prof­
itability decline due to these recalls. In August Ford said it would 
take a $900 million hit against earnings for restructuring includ­
ing cutting 5,000 jobs. In addition the charge includes the selling 
of manufacturer-owned dealerships, and the write-down of elec­
tronic-commerce investments. Further, Ford has to deal with the 
decline in sales, the decline in market share, lower ratings on ve­
hicle quality, and tire safety litigation.
Ford’s Blue Oval program has also come under much criticism and 
is an area of contention between Ford and its dealers. The Blue 
Oval program is a customer satisfaction program that pays dealers 
an incentive for meeting certain customer service standards. Many 
dealers feel that this program is discriminatory and that the poten­
tial exists for some dealers to be at a competitive disadvantage. At 
the time of the writing of this Alert, North Carolina’s legislature 
was considering a bill that would ban the incentive tied to the Blue 
Oval program because of price discrimination. The bill was with a 
conference committee to settle a dispute concerning when the leg­
islation should take effect. Be alert to the passing of this bill as it 
may spur on other states to follow suit.
General Motors
Ford is not the only automobile manufacturer to have strained rela­
tions with its dealers. The announcement this year by GM that it 
would discontinue the Oldsmobile brand has left many dealers 
shaken. Some dealers feel that the announcement to discontinue the 
Oldsmobile has violated the existing franchise agreements by cutting 
the value of Oldsmobile to the public. Many Oldsmobile dealers be­
lieve that the buyout package that GM is offering is not adequate
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and that many dealers will be forced out of business. The possibility 
for a legal battle between GM and the Oldsmobile dealers exists.
Other conflicts occurred when GM said it would enforce a fran­
chise agreement requiring GM approval for any dual franchises. 
GM plans to sue dealers who refuse to move non-GM brands of 
vehicles out of their showrooms. GM also has problems with its 
dealers on the new ordering system. Many dealers have found the 
system very complex and time-consuming, putting more pressure 
on dealers and making more demands of them. This again shows 
the fragile relationship between dealers and manufacturers.
Chrysler
Chrysler is not immune to conflict with its dealers. In taking 
cost-cutting steps to restore the company’s financial health, 
Chrysler has angered many of its dealers. Such steps as shipping 
cars to dealers without a full tank of gas, cutting funding for ad­
vertising and technology improvements at dealerships, and pay­
ing dealers less to get cars prepped for the showroom leave the 
dealers feeling that Chrysler is taking money out of their pockets.
Money Laundering
What should you know about money laundering?
Money laundering12 is the funneling of cash or other funds gener­
ated from illegal activities through legitimate financial institutions 
(and automobile dealerships are defined as nonbank financial in­
stitutions by the Bank Secrecy Act13) or other businesses to con­
ceal the initial source of the funds. Money laundering is a global 
activity and, like the illegal activities that give it sustenance, it sel­
dom respects local, national, or international boundaries. Current 
estimates of the size of the global annual “gross money laundering 
product” range from $500 billion to $1.5 trillion.14
12. This section of the Alert was drafted after consultation with the U.S. Department 
of the Treasury. As such, it provides auditors with a unique insight into how federal 
regulators view this important area of concern.
13. 31 U.S.C. 315312(a)(2)(T).
14. By definition, money launderers are in the business of cloaking their activities and 
revenue, making this approximation difficult.
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Criminals use a wide variety of bank and nonbank financial insti­
tutions and professional advisers to launder the proceeds of 
crime, and according to the U.S. Department of Treasury, auto 
dealerships and dealers in boats and aircraft may also be vulnera­
ble. As money launderers increasingly look for a wide range of fi­
nancial services and conservative, legitimate-appearing asset 
holdings, and as greater regulatory requirements for banks and 
other nonbank financial institutions make it more difficult for 
them to evade detection, the automobile dealership industry may 
become increasingly vulnerable to money laundering and more 
attractive to money launderers.
Although automobile dealerships are not subject to specific anti­
money laundering regulations under the Bank Secrecy Act, regu­
lations issued by the Internal Revenue Service (IRS) require these 
businesses to report the receipt of currency and certain monetary 
instruments that exceed $10,000. Section 60501 of the Internal 
Revenue Code requires that any person who, in the course of en­
gaging in a trade or business, receives more than $10,000 in cash 
or, in some instances, monetary instruments, in a single transac­
tion or two or more related transactions, must file a report de­
scribing the transaction or transactions.15 This requirement does 
not apply to transactions that are reported under the Bank Se­
crecy Act to avoid duplicate reporting of the same transaction.
As money laundering activities and methods become increasingly 
complex and ingenious, its “operations” tend to consist of three 
basic stages or processes—placement, layering, and integration.
Placement is the process of transferring the actual criminal pro­
ceeds, whether in cash or in any other form, into the financial 
system in such a manner to avoid detection by bank and nonbank 
financial institutions and government authorities. Money laun­
derers pay careful attention to national laws, regulations, gover­
nance, trends, and law enforcement strategies and techniques in 
order to keep their proceeds concealed, their methods secret, and
15. See 26 U.S.C. 6050I. The report must include the following information: the 
name, address, and taxpayer identification number of the person from whom the 
cash was received; the amount of cash received; the date and nature of the transac­
tion; and such other information as may be prescribed by rule.
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their identities and professional resources anonymous. A com­
mon placement technique is to purchase expensive luxury goods, 
often through structuring16 payments of illicitly obtained cash 
and cash equivalents.
Layering is the process of generating a series or layers of transac­
tions to distance the proceeds from their illegal source and to ob­
fuscate the audit trail in doing so. Common layering techniques 
include electronic fund transfers, usually directly or subsequently 
transacted with a “bank secrecy haven” or a jurisdiction with 
more liberal recordkeeping and reporting requirements; with­
drawals of already-placed deposits in the form of highly liquid 
monetary instruments, such as money orders and travelers 
checks; and requests for account transfers or checks made payable 
to third parties with whom the account holder or policy holder 
appears to have no obvious relationship.
Integration, the final money laundering stage, is the unnoticed 
reinsertion of successfully laundered, untraceable proceeds into 
an economy. This is accomplished through a wide variety of 
spending, investing, and lending techniques and cross-border, le­
gitimate-appearing transactions.
Money launderers tend to use the victimized business entity as a 
conduit for illicit funds that need to be distanced from their 
source as quickly as possible in an undetected manner. Conse­
quently, money laundering is far less likely to be detected in a fi­
nancial statement audit than other types of illegal activities. In 
addition, money laundering activity is more likely to cause assets 
to be overstated rather than understated, with shorter-term fluc­
tuations in account balances rather than cumulative changes. 
Money laundering is considered to be an illegal act with an indi­
rect effect on financial statement amounts under SAS No. 54, Il­
legal Acts by Clients (AICPA, Professional Standards, vol. 1, AU 
sec. 317). Under SAS No. 54, the auditor should be aware of the 
possibility that such illegal acts may have occurred. If specific in-
16. Structuring means breaking up large amounts of currency into smaller amounts to 
conduct transactions in such a manner to avoid currency reporting or other regula­
tory requirements.
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formation comes to the auditor’s attention that provides evidence 
concerning the existence of possible illegal acts that could have a 
material indirect effect on the financial statements, the auditor 
should apply audit procedures specifically directed to ascertaining 
whether an illegal act has occurred.
Auditors should also note that laundered funds and their pro­
ceeds could be subject to asset seizure and forfeiture (claims) by 
law enforcement agencies that could result in material contingent 
liabilities during prosecution and adjudication of cases.
In June 2000, the OECD’s Paris-based Financial Action Task 
Force (FATF), the world’s anti-money laundering watchdog in­
tergovernmental organization, issued a Review to Identify Non- 
Cooperative Countries or Territories, expressly identifying 15 
governments as noncooperative with other countries and jurisdic­
tions in combating money laundering. Subsequently, in July, the 
U.S. Treasury Department followed suit with a series of Financial 
Crimes Enforcement Network (FinCEN) country advisories, 
which asked U.S. businesses to pay closer attention to transac­
tions linked to these countries. During 2001, several of these ju­
risdictions were removed from the noncooperative lists and new 
ones added.
Help Desk—A description of federal regulations pertaining to 
money laundering appears in this Alert’s appendix, “Federal 
Money Laundering Regulations.”
Audit and Accounting Issues and Developments
Swaps and the Dealership
Some dealerships may be using swaps as a means of managing fi­
nancing costs. What are swaps and how do they work?
The AICPA Audit and Accounting Guide Auditing Derivative In­
struments, Hedging Activities, and Investments in Securities, new 
edition as of March 15, 2001, defines a swap as follows:
Swap—a forward-based contract in which two parties agree to 
swap streams of payments over a specified period of time.
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In effect, they exchange the investment performance of one un­
derlying instrument for the investment performance of another 
instrument without exchanging the instruments themselves.
There are different types of swaps, such as interest rate swaps and 
exchange rate swaps. An interest rate swap is when two parties 
agree to exchange interest payments on a set principal amount for 
a specified period of time. For example, when an entity pays in­
terest under the swap at a variable rate and receives interest under 
the swap at a fixed rate, the entity actually pays or receives only 
the net amount under the swap. The most common form of in­
terest rate swap entails the exchange of streams of fixed rate and 
variable interest payments. Other examples are basis swaps where 
both rates are variable but are tied to different index rates and 
fixed-rate currency swaps, whereby two counterparties exchange 
fixed-rate interest in one currency for fixed-rate interest in an­
other currency.
Interest rate swaps are often used because they allow the borrower 
to borrow in a readily accessible market yet obtain the type of 
debt they need via the swap. Swaps are also used to hedge existing 
debt obligations.
If the dealership you are auditing is financing with swaps you 
should become familiar with what a swap is and how to audit 
such financial instruments.
Help Desk—The AICPA Audit and Accounting Guide Audit­
ing Derivative Instruments, Hedging Activities, and Investments 
in Securities (product no. 012520kk) is helpful in explaining 
what swaps are and how to audit them.
Keep in mind that Financial Accounting Standards Board (FASB) 
Statement of Financial Accounting Standards No. 133, Account­
ing for Derivative Instruments and Hedging Activities, applies when 
accounting for swaps. When auditing swaps SAS No. 92, Audit­
ing Derivative Instruments, Hedging Activities, and Investments in 
Securities (AICPA Professional Standards, vol. 1, AU sec. 332) 
should be followed.
The following are potential misstatements relating to swaps:
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• Failure to identify the swap
• Failure to properly document the hedge and the expecta­
tion of hedge effectiveness
• Hedge not remaining highly effective on an ongoing basis, so 
that hedge accounting does not continue to be appropriate
• Assessment of hedge effectiveness inconsistent with the 
risk management strategy documented for the particular 
hedging relationship
• Dealership not assessing hedge effectiveness for similar 
hedging strategies in a similar manner, and not document­
ing such differences
• Incorrectly determining the fair value of the swap and the bonds
• Incorrectly computing and recording interest and accrued 
interest on the bonds
• Inadequate financial statement presentation and disclosure 
The following are inherent risks related to swaps:
• The transaction requires no initial cash outlay, and there­
fore detection of the derivative may be difficult.
• Management may not have a valuation model capable of 
valuing the interest rate swap and relies on the broker- 
dealer who arranged the transaction for the valuation of 
the swap.
• Credit risk related to the swap is moderate and is primarily 
related to the risk of nonperformance by the counterparty.
Finance and Insurance Income and SubPrime Lending
Financing for high-credit risk customers, or subprime lending, 
continues to play a big role in a dealership's finance and insurance 
(F&I) area. Subprime loans are usually high-risk, high-yield loans 
offered to customers that would not qualify for traditional loans. 
Many financial institutions specialize in subprime loans. Because 
the majority of these loans are sold to a financial institution spe-
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cializing in subprime loans, the dealership itself may have no ex­
posure to risk of nonpayment. However, the auditor should 
closely review the terms of the arrangements between the dealer 
and the financial institution to ensure that such risk is indeed 
completely transferred. Many dealers as well as other financial in­
stitutions are getting out of the subprime lending area. In fact 
there has been much consolidation of subprime lenders and there 
have been many bankruptcies or foreclosures as well. If the deal­
ership were to enter into subprime lending itself or undertake 
certain obligations in case of customer default, this would then 
become an area with a high level of audit risk. This past year has 
also seen an increase in the “buy here, pay here” business.
Buy Here, Pay Here
Buy here, pay here, also referred to as a “note lot,” is a type of 
used car business directed towards customers who purchase inex­
pensive, older model vehicles. The dealership usually provides its 
own financing. Customers typically provide a downpayment and 
finance the balance by a note to the dealership. These operations 
often involve high margins as well as high customer default rates 
and lack of effective collateralization. The notes generally carry 
stated interest rates in excess of current market rates, often as high 
as 30 percent. Accordingly, collection is often in doubt.
Accounting Principles Board (APB) Opinion No. 10, Omnibus 
Opinion— 1966, says that when “there are exceptional cases 
where receivables are collectible over an extended period of time 
and.. .there is no reasonable basis for estimating the degree of col­
lectibility. ..either the installment method or the cost recovery 
method of accounting may be used.”
• Installment method. The installment method defers the 
gross profit and treats each payment as if it included both 
recovery of cost and gross profit in the same ratio as the 
original sale. Thus if the original sale presumed a 60 per­
cent gross profit, each principal payment would reduce the 
deferred gross profit by 60 percent of the amount received. 
Any receivables due more than one year from the balance 
sheet date should generally be classified as noncurrent.
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• Cost recovery method. Under the cost recovery method rev­
enue is credited and cost of sales debited for all receipts 
until costs are fully recovered. Only after receipts exceed 
the carrying value of the vehicle sold does the dealership 
recognize profits.
Auditors may need to pay special attention to the collectibility of 
these receivables and whether they are realizable. Adequate al­
lowances should be established. Also, management should com­
ply with the guidance contained in APB No. 21, Interest on 
Receivables and Payables.
Financing at the Dealership
When the dealership provides the customer with financing and 
the note is sold to a financial institution, that institution gener­
ally pays the dealership a fee. If a customer prepays or defaults on 
the note, the financial institution may charge back a portion of 
the fee to the dealership.
In determining when a dealership should recognize financing in­
come, auditors should assess management’s consideration of 
FASB Statement No. 140, Accounting for Transfers and Servicing 
o f Financial Assets and Extinguishments o f Liabilities. Issued in 
September 2000, FASB Statement No. 140 provides accounting 
and reporting standards for transfers and servicing of financial as­
sets and extinguishments of liabilities. FASB Statement No. 140 
replaces FASB Statement No. 125, Accounting for Transfers and 
Servicing o f Financial Assets and Extinguishments o f Liabilities, but 
carries over most of the FASB Statement No. 125 provisions 
without reconsideration.
FASB Statement No. 140 requires that a transfer of financial assets 
in which the transferor surrenders control over those assets should 
be accounted for as a sale to the extent that consideration other 
than beneficial interests in the transferred asset is received in ex­
change. The transferor has surrendered control over the trans­
ferred assets if and only if all of the following conditions are met:
1. The transferred assets have been isolated from the trans­
feror—put presumptively beyond the reach of the transferor
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and its creditors, even in bankruptcy or other receivership. 
(In other words, the contract is beyond the reach of the 
dealership and its creditors, even in bankruptcy.)
2. Each transferee (or, if the transferee is a qualifying special- 
purpose entity [SPE], each holder of its beneficial interests) 
has the right to pledge or exchange the assets (or beneficial 
interests) it received, and no condition both constrains the 
transferee (or holder) from taking advantage of its right to 
pledge or exchange and provides more than a trivial bene­
fit to the transferor.
3. The transferor does not maintain effective control over the 
transferred assets through either (a) an agreement that 
both entitles and obligates the transferor to repurchase or 
redeem them before their maturity or (b) the ability to uni­
laterally cause the holder to return specific assets, other 
than through a cleanup call.
FASB Statement No. 140 requires that liabilities and derivatives 
incurred or obtained by transferors as part of a transfer of finan­
cial assets be initially measured at fair value, if practicable. It also 
requires that servicing assets and other retained interests in the 
transferred assets be measured by allocating the previous carrying 
amount between the assets sold, if any, and retained interests, if 
any, based on their relative fair values at the date of the transfer.
FASB Statement No. 140 also requires:
• That servicing assets and liabilities be subsequently mea­
sured by (1) amortization in proportion to and over the pe­
riod of estimated net servicing income or loss and (2) 
assessment for asset impairment or increased obligation 
based on their fair values.
• That a liability be derecognized if and only if either (1) the 
debtor pays the creditor and is relieved of its obligation for 
the liability or (2) the debtor is legally released from being 
the primary obligor under the liability either judicially or 
by the creditor. Therefore, a liability is not considered ex­
tinguished by an in-substance defeasance.
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• A debtor (1) to reclassify financial assets pledged as collat­
eral and report those assets in its statement of financial po­
sition separately from other assets not so encumbered if the 
secured party has the right by contract or custom to sell or 
repledge the collateral and (2) to disclose assets pledged as 
collateral that have not been reclassified and separately re­
ported in the statement of financial position.
• That a secured party disclose information about collateral 
that it has accepted and is permitted by contract or custom 
to sell or repledge. The required disclosure includes the fair 
value at the end of the period of that collateral, and of the 
portion of that collateral that it has sold or repledged, and 
information about the sources and uses of that collateral.
• An entity that has securitized financial assets to disclose in­
formation about accounting policies, volume, cash flows, 
key assumptions made in determining fair values of re­
tained interests, and sensitivity of those fair values to 
changes in key assumptions.
• That entities that securitize assets disclose for the securi­
tized assets and any other financial assets it manages to­
gether with them (1) the total principal amount 
outstanding, the portion that has been derecognized, and 
the portion that continues to be recognized in each cate­
gory reported in the statement of financial position, at the 
end of the period; (2) deliquencies at the end of the period; 
and (3) credit losses during the period.
This statement provides:
• Implementation guidance for assessing isolation of trans­
ferred assets, conditions that constrain a transferee, condi­
tions for an entity to be a qualifying SPE, accounting for 
transfers of partial interests, measurement of retained in­
terests, servicing of financial assets, securitizations, trans­
fers of sales-type and direct-financing lease receivables, 
securities lending transactions, repurchase agreements in­
cluding “dollar rolls,” “wash sales,” loan syndications and 
participations, risk participations in banker’s acceptances,
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factoring arrangements, transfers of receivables with re­
course, and extinguishments of liabilities.
• Guidance about whether a transferor has retained effective 
control over assets transferred to qualifying SPEs through 
removal-of-accounts provisions, liquidation provisions, or 
other arrangements.
The Audit Issues Task Force (AITF) Interpretation, “The Use of 
Legal Interpretations As Evidential Matter to Support Manage­
ment's Assertion That a Transfer of Financial Assets Has Met the 
Isolation Criterion in Paragraph 9(a) of Financial Accounting 
Standards Board Statement No. 140” (AICPA, Professional Publi­
cations, vol. 1, AU sec. 9336.01-.21), provides guidance regard­
ing the use of a legal specialist’s findings as audit evidence to 
support management's assertion that a transfer of financial assets 
meets the legal isolation criterion of paragraph 9(a) of FASB 
Statement No. 140. The Interpretation addresses when the use of 
a legal specialist's work may be appropriate; factors that should be 
considered in assessing the adequacy of the legal response; and 
the use, as audit evidence, of legal responses that are restricted to 
the client’s use. The Interpretation includes the form of letter that 
adequately communicates permission for the auditor to use the 
legal specialist’s opinion for the purpose of evaluating manage­
ment’s assertion as well as sample language that does not ade­
quately communicate such permission.
Leased Vehicles
The leasing of vehicles has seen tough times over the past few 
years. The residual value that is set at the beginning of a lease is 
the most important factor when determining the profitability of a 
lease and the residual values on full-term leased vehicles have 
turned out to be much lower than originally anticipated. Accord­
ing to the Consumer Bankers Association, 68 percent of vehicles 
coming off lease in 2000 reached full term. O f those full-term ve­
hicles returned, 95 percent resulted in losses to the lessor. This is 
up from 71 percent in 1998. The shortening of lease terms re­
sulted in a record number of lease vehicles being returned in 
1999 and 2000, flooding the used car market and driving down
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the residual values. Many independent companies have gotten 
out of the leasing industry, thereby reducing the number of leas­
ing companies dealers have left to work with. In addition, the 
leasing companies that remain are promoting longer leases to 
help correct the oversupply of off-lease vehicles.
In most cases when dealers lease a vehicle it is treated as a typical 
sales transaction because the dealership does not maintain the 
lease but transfers it to a manufacturer’s financing subsidiary. The 
dealership records a sale to the financing institution and the fi­
nancing institution obtains a vehicle subject to a lease and the re­
sponsibility to account for the lease transaction.
Accounting for Leases
Dealerships may, however, retain vehicle leases rather than trans­
ferring them. Dealerships may lease new vehicles under either a 
sales-type lease or an operating lease. When a long-term lease 
meets the criteria established by FASB Statement No. 13, Ac­
counting for Leases, the leasing transaction is treated as a sale. For 
the leasing transaction to be treated as a sales-type lease, the fol­
lowing conditions should be met.
First, at least one of the following four conditions must exist:17
1. The lease transfers ownership of the vehicle to the cus­
tomer by the end of the lease term.
2. The lease contains a bargain purchase option.
3. The lease term is equal to at least 75 percent of the vehicle’s 
estimated economic life.
4. At the beginning of the lease term, the present value of the 
minimum lease payments (excluding executory costs) is at 
least 90 percent of the fair value of the vehicle.
Second, the lease must fulfill both of the following criteria:
1. Collectibility of the minimum lease payment is reasonably 
predictable.
17. The third and fourth conditions do not apply if the lease is entered into during the 
last 25 percent of the vehicle’s estimated economic life.
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2. No important uncertainties, such as guarantees against ob­
solescence, surround the amount of unreimbursable costs 
yet to be incurred by the auto dealer.
If the lease meets these criteria, it is treated as a sale by the dealership.
Auditors may wish to select a sample of the new leases and review 
the lease agreement. Auditors may also wish to understand all rel­
evant terms of the lease agreement and carefully evaluate them to 
ensure that management has properly accounted for the transac­
tion, including the calculation of receivables and interest income. 
Further, auditors may consider confirming the principal balance 
with the lessee.
Many leases establish a mileage charge in addition to the mini­
mum lease payments. These are considered contingent payments 
under FASB Statement No. 13 and are not considered in the 
minimum lease payments. Accordingly, they do not enter into 
the calculation of the sales price of a sales-type lease. Instead, they 
are recognized when they are determined to be receivable. FASB 
Statement No. 13 requires that the total contingent rentals in­
cluded in income be disclosed in the financial statements. (See 
Emerging Issues Task Force [EITF] Issue No. 98-9, Accounting for 
Contingent Rent, for guidance on how lessors and lessees should 
account for contingent rental income that is based on future 
specified targets.)
Dealerships may also enter into operating leases. Some of these are 
long-term leases that do not meet the criteria established in FASB 
Statement No. 13 for sales-type leases. Others are short-term 
rentals done for the benefit of customers whose vehicles need re­
pair.18 In these cases rental revenue is recognized as it is earned. 
Many floor plan arrangements allow the dealer to pay off a portion 
of the debt (for example, 2 percent) every month for these vehicles.
For operating leases, auditors should consider whether manage­
ment has complied with the provisions and disclosures required 
by FASB Statement No. 13.
18. The same accounting is usually used for loaners except that there is no rental revenue. 
Many dealerships include loaners under inventory in their financial statements.
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Customer Incentives
Dealerships continue to offer special incentives to customers, 
such as free oil changes for a certain period of time. Auditors 
should inquire if their clients have offered any such incentives. 
Recently the EITF has been discussing issues relating to certain 
sales incentives. The following EITF issues relate to the account­
ing for sales incentives and should be considered:
• EITF Issue No. 00-14, Accounting for Certain Sales Incen­
tives (Consensuses were reached May 17-19, 2000, with 
revisions made to the EITF Abstracts at other various 
meetings.)
• EITF Issue No. 00-21, Accounting for Multiple-Element Rev­
enue Arrangements (Originally discussed at the July 19—20, 
2000, meeting, further discussion is planned, however any 
future discussions will not be applicable to SEC registrants.)
• EITF Issue No. 00-22, Accounting for “Points” and Certain 
Other Time-Based or Volume-Based Sales Incentive Offers, 
and Offers for Free Products or Services to Be Delivered in the 
Future (Originally discussed at the September 20—21, 
2000, meeting. Consensuses were reached on Issue No. 3 
at the January 17-18, 2001, meeting. Further discussion is 
planned at future meetings.)
• EITF Issue No. 00-25, Vendor Income Statement Characteriza­
tion from a Vendor to a Retailer (Originally discussed Septem­
ber 20-21, 2000. Consensuses reached April 18-19, 2001.)
Help Desk—For more information about the EITF, see the
AICPA general Audit Risk Alert—2001/02.
Employee Fraud
Many dealers experience fraud at some time or another and much 
of this fraud is perpetrated by dealership employees. Some exam­
ples of dealership frauds include:
• Embezzlement by controller and other employees
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• Unexplained shrinkage in parts and accessories
• Collusion (generally involving trade-ins and auction pur­
chases when a salesperson, in exchange for payment, ap­
praises a trade-in at a higher value or purchases a vehicle at 
auction at a higher value)
With proper controls in place, many of these frauds can be de­
terred. Auditors should look for any of the following manage­
ment controls which may mitigate the chance for such frauds:
• Owners review checks issued, including a timely review of 
bank statements.
• Check signing is limited to the dealer, general manager, 
and controller, and requires two signatures.
• Vehicle tags and keys are kept in a secured area.
• Strict records are maintained to track inventory.
• Locations are visited or certain tests are performed on a 
surprise or unannounced basis— for example, surprise 
vehicle inventory counts in the middle of the month.
• Employees are required to take vacation time at least once 
a year.
• There is a clear segregation of duties.
• Managers review write-offs, not just sign them.
As discussed earlier in this Alert, SAS No. 82 provides guidance 
about an auditor’s responsibilities related to fraud.
Help Desk—For additional guidance on SAS No. 82, you may 
wish to refer to the AICPA Practice Aid Considering Fraud in a 
Financial Statement Audit: Practical Guidance for Applying SAS 
No. 82 (product no. 008883kk), which includes issues likely to 
be encountered in applying SAS No. 82 to audits and valuable 
tools, such as sample documentation. The self-study course 
Consideration of Fraud in a Financial Statement Audit: The Au­
ditor’s Responsibilities under SAS No. 82 (product no. 
732045kk) also provides additional guidance.
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Independence
AICPA Independence Rule Modernization
In light of fast-moving changes in society and business, the pro­
fession has responded by shifting from “firm-based” indepen­
dence rules toward an approach that is “engagement team based.” 
In an effort to modernize the professions rules on independence, 
the Professional Ethics Executive Committee (PEEC) of the 
AICPA approved new independence rules on August 9, 2001. 
The rules become effective May 31, 2002. These significant revi­
sions to section 101 of the AICPA Code of Professional Conduct 
seek to modernize and harmonize independence rules with other 
governing bodies, most notably the SEC, while simplifying the 
rules at the same time. For a more detailed discussion of these 
rules see the AICPA general Audit Risk Alert—2001/02.
Help Desk—Final rules are available at www.aicpa.org/mem- 
bers/div/ethics/adopt.htm and published in the November 
2001 issue of AICPA’s Journal of Accountancy.
Regulatory Issues
Certain environmental and Occupational Safety and Health Ad­
ministration (OSHA) regulations, as well as particular Internal 
Revenue Code (IRC) sections, are of particular importance to the 
dealership industry. For example, under California’s clean air 
rules, a certain percentage of cars sold in the state must emit no 
harmful exhaust. Car manufacturers continue to research alterna­
tive methods to power vehicles without emitting harmful ex­
haust. Hybrid vehicles are becoming more prevalent. According 
to AutoExec magazine, sales of the Honda Insight and the Toyota 
Prius have more than doubled. State and local regulations gener­
ally fall into four categories: (1) environmental, (2) taxation, (3) 
vehicle registration, and (4) business practices.
Current Legislation
The following may be of interest to dealers. You may want to 
keep abreast of the status of these issues.
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• The corporate average fuel economy standards (CAFE)
• Voluntary Arbitration Bill19
Tax Issues
Again, things have been fairly quiet this past year relating to tax 
issues for dealerships. The NADA reported that the IRS plans to 
address the issue of “demos” sometime this year; therefore we will 
discuss demos again in this year’s Alert. This section also discusses 
other areas that continue to be important to dealerships. In au­
diting the financial statements of auto dealerships, in particular 
when evaluating management’s accounting for income taxes in 
accordance with FASB Statement No. 109, Accounting for Income 
Taxes, as amended, auditors should be familiar with federal, state, 
and local tax rules.
Help Desk—Visit the IRS Web site for information on tax 
laws and regulations specific to the automotive industry at 
www.irs.gov/prod/smallbiz/automotive/rules_reguIations.htm.
New Tax Laws and Regulations
Federal Trade Commissions New Privacy Regulations
Effective July 1, 2001, the Federal Trade Commission (FTC) rule 
requires any business collecting financial information from cus­
tomers to notify the customer of the business’s privacy policies. 
The NADA Web site provides guidance for dealerships on this 
regulation at www.nada.org/memberservices/government af­
fairs/regulation. You must be a member of NADA to obtain this 
information. See the AICPA general Audit Risk Alert—-2000/02 
for more information about the new privacy regulations.
Revenue Procedure 2001-23
Revenue Procedure 2001-23 provides an alternative LIFO (last 
in, first out) inventory computation method (the used vehicle al­
19. This bill, introduced in the Senate, would prevent manufacturers from forcing ar­
bitration on dealers and is identical to the measure passed last year by the House.
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ternative LIFO method) for used vehicle dealers. Used vehicle 
dealers may change to or adopt this alternative method. Used ve­
hicle dealers may obtain automatic consent to change their 
method of accounting to this alternative method by following the 
procedures in Revenue Procedure 99-49, 1999-52 C.B. 725 (or 
its successor) as modified by this Revenue Procedure.
Help Desk—To obtain a copy of Revenue Procedure 2001-23 visit
www.revenueprocedures.com/procedures/2001/revproc2001-23.htm.
Parts Inventory
Last year, the U.S. Tax Court ruled that the use of replacement 
cost to value parts is contrary to LIFO regulations, and the IRS 
added the entire parts LIFO reserve back into the dealer’s in­
come. The Tax Court ruled that parts should be valued at actual 
cost rather than replacement cost.20 In response to this, the 
NADA proposed four alternatives to the IRS for ways dealers 
using LIFO should value parts inventory. The NADA proposed 
that dealers may:
1. Value inventory based on actual cost of most recent pur­
chases
2. Adjust year-end value based on number of turns for the year
3. Use automakers’ midyear prices to price current inventory
4. Price year-end inventory against pricing at the beginning 
of the year
This case is currently on appeal.
Some dealerships using LIFO may value their parts and acces­
sories inventories at replacement cost. Because this method is a 
departure from GAAP, auditors of dealerships should consider 
the effect of this misstatement on the financial statements and on 
their report. SAS No. 58, Reports on Audited Financial Statements 
(AICPA, Professional Standards, vol. 1, AU sec. 508.35-.60), de­
20. Mountain State Ford Truck Sales, Inc. vs. Comm. (docket no. 16350-95) can be ob­
tained from the Tax Court Web site, www.taxcourt.gov.
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scribes the circumstances that may require a qualified or adverse 
opinion when the financial statements contain a departure from 
GAAP. A qualified opinion is expressed when the auditor be­
lieves, on the basis of his or her audit, that the financial state­
ments contain a departure from GAAP, the effect of which is 
material, and he or she has concluded not to express an adverse 
opinion. An auditor should express an adverse opinion when, in 
the auditor's judgment, the financial statements taken as a whole 
are not presented fairly in conformity with GAAP.
LIFO Conformity Rules
LIFO continues to be a focus of concern for the IRS. Franchised 
automobile dealers are normally required to issue monthly income 
statements to their franchisor, who is also typically a creditor of 
the dealership. These monthly statements are often prepared in a 
format required by the franchisor or on a preprinted form sup­
plied by the franchisor. The 12th-month statement is normally is­
sued within a few days after the end of the year and presents the 
dealerships operating results for both the month and the calendar 
year. It is subsequently amended by another income statement 
commonly known as the 13th-month statement.
For several years, there was uncertainty about whether certain 
monthly income statements issued to the franchisor or creditor 
violated the LIFO conformity requirement of IRC section 472(c) 
or (e)(2). In 1997, the IRS issued guidance to assist auto dealers 
in determining whether they had violated the LIFO conformity 
requirement (Revenue Ruling 97-42). In addition, the IRS also 
issued guidance to forgive certain LIFO conformity violations by 
auto dealers that occurred on or before October 14, 1997 (Rev­
enue Procedure 97-44).
Revenue Ruling 97-42 provides that an auto dealer has violated 
the LIFO conformity requirement by providing the credit sub­
sidiary of its franchisor with a 12th-month income statement (in 
the format required by the franchisor or on preprinted forms sup­
plied by the franchisor) for the tax year, if that statement fails to 
reflect the LIFO inventory method in the computation of net in­
come. The ruling provides that an auto dealer has not violated the
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LIFO conformity requirement if the 12th-month income state­
ment issued to the credit subsidiary of its franchisor uses the 
LIFO inventory method to determine net income for both the 
12th-month and for the entire year (even if the LIFO adjustment 
is only a reasonable estimate). The LIFO adjustment can be made 
either against cost of goods sold (so that it is reflected in gross 
profit) or as an adjustment below the line (so that it is reflected in 
net income). The IRS may feel that the use of a constant LIFO 
reserve throughout the year is not a reasonable estimate when the 
dealer is not on a calendar-year basis.
Auto dealers could have received relief under Revenue Procedure 
97-44 for prior LIFO conformity violations; however, the relief 
did not apply to all prior conformity violations. The settlement 
amount was due by May 31, 1998, as an initial installment of 
one-third of the total, followed by two other equal payments on 
January 31, 1999, and January 31, 2000. Failure to make any of 
these installment payments in a timely manner would void the 
relief protection.
An auto dealer not making a settlement payment should take 
steps to fully document the fact that it is not required to make 
such a payment. Copies of all available annual income statements 
issued during the look-back period (of six years) should be re­
tained, as well as any other evidence to document when and to 
whom statements were issued.
In the future, auto dealers should make certain that they comply 
with the LIFO conformity rules of IRC section 472, as well as 
Revenue Ruling 97-42, for all income statements issued to share­
holders and creditors.
Auditors should be aware of the issue of conformity violations 
thus far discussed. If an auto dealership has violations and has 
failed to use the relief that expired on May 31, 1998, the IRS can 
terminate the dealership’s LIFO election and the income tax 
owed would become due immediately, plus interest and penalties 
that, in most cases, will be substantial.
IRS rulings and procedures that apply include the following:
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• IRS Revenue Procedure 97-36, which supersedes IRS Rev­
enue Procedure 92-79 and is effective August 18, 1997. Rev­
enue Procedure 92-79 specified the LIFO inventory 
valuation approach and standardized the LIFO calculation 
for new vehicles. The alternative method discussed in Rev­
enue Procedure 97-36 is the same as the method in Revenue 
Procedure 92-79 and therefore may not significantly change 
what dealerships do.
• IRS Revenue Ruling 97-42, which provides guidance to as­
sist auto dealers in determining whether they have violated 
the LIFO conformity requirements.
• IRS Revenue Procedure 97-44, which gives special relief 
for certain LIFO conformity violations as long as the ac­
tion was taken by May 31, 1998. The NADA also issued 
guidance in this area in its publication A Guide to the LIFO 
Conformity Settlement.
The Use of Demonstrators
The NADA reported that under the IRS’s new Industry Issue Resolu­
tion Pilot Program dealership demos is one of seven subjects picked 
by the IRS to be considered. The pilot program was created to resolve 
frequently disputed tax issues that affect large numbers of businesses.
Demonstrator inventory comprises the value of new vehicles 
placed in demonstrator service. Generally these autos are taken out 
of the new inventory accounts. Any labor and material costs for 
dealer-installed equipment and accessories are added to the inven­
tory value; the cost of any such equipment or accessories removed 
from the vehicle is subtracted from inventory. Many dealerships 
limit the number of miles that demonstrators may be driven. 
Demonstrators are generally not written down for wear and tear or 
depreciation because, even after use, their market values generally 
exceed inventory cost. If cost exceeds value, however, a write-down 
may be necessary When a demonstrator is sold, it is transferred 
back to new vehicle inventory because the sale is reported as a new 
vehicle sale.
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If the IRS determines that a dealership violated the special rules 
that govern qualified automobile demonstration use, the value of 
the use of employer-provided vehicles is a fringe benefit that must 
be included in the employees gross income, and the dealer will 
need to pay the related employment taxes. IRS Private Letter Rul­
ing 9801002 discusses situations in which the IRS found a deal­
ership to be in violation of the special rules for “certain fringe 
benefits.” The private letter ruling says that qualified automobile 
demonstration use should be treated as a working condition 
fringe. (Section 132(a)(3) specifically provides that qualified au­
tomobile demonstration use should be treated as a working con­
dition fringe.)
Qualified automobile demonstration use is defined as any use of an 
automobile by a full-time automobile salesperson in the sales area 
in which the automobile dealer’s sales office is located if:
1. Such use is provided primarily to facilitate the salesperson’s 
performance of services for the employer.
2. There are substantial restrictions on the personal use of the 
automobile by the salesperson.
The substantial restrictions on the personal use of the automobile 
by the salesperson exist when all of the following conditions are met:
1. Use by individuals other than the full-time automobile 
salesperson is prohibited.
2. Use for personal vacation trips is prohibited.
3. The storage of personal possessions in the automobile is 
prohibited.
4. The total use of the automobile, by mileage, by the salesper­
son outside the salespersons normal working hours is limited.
The IRS will typically examine the records of demonstrator vehi­
cles to substantiate that only qualified personnel have been as­
signed demonstrators and that personal use is accounted for 
properly. Lists of personnel-assigned demonstrator vehicles may 
be checked against payroll records to detect family members and 
others who do not qualify for demonstrator vehicles. Individuals
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not qualifying for demonstrator vehicles would have to report ad­
ditional income attributable to their personal use of a company 
vehicle. Depreciation expense accounts are reconciled to verify 
that depreciation is not taken on demonstrator vehicles.
You may want to familiarize yourself with Private Letter Ruling 
9801002 to see where the IRS found the dealership to be in vio­
lation and compare that with the practices of your clients. In ad­
dition, be alert to any decision made by the IRS through the 
Industry Issue Resolution Pilot Program.
New Auditing and Attestation Pronouncements
Presented below is a list of auditing and attestation pronounce­
ments, guides, and other guidance issued since the publication of 
last year’s Alert. The AICPA Audit Risk Alert—2001/02 contains 
a summary explanation for all these issuances.
Help Desk—For information on auditing and attestation 
standards issued subsequent to the writing of this Alert, please 
refer to the AICPA Web site at www.aicpa.org/members/div/- 
auditstd/technic.htm. You may also look for announcements 
of newly issued standards in the CPA Letter and Journal of Ac­
countancy. To obtain copies of AICPA standards and guides, 
contact the Member Satisfaction Center at (888) 777-7077 or 
go online at www.cpa2biz.com.
SAS No. 94 
SOP 01-3
Audit Guide
Audit Guide 
Audit Guide 
Audit Guide 
Practice Alert 01-1
The Effect o f Information Technology on the Auditor’s 
Consideration o f Internal Control in a Financial 
Statement Audit
Performing Agreed-Upon Procedures Engagements That 
Address Internal Control Over Derivative Transactions as 
Required by the New York State Insurance Law
Auditing Derivative Instruments, Hedging Activities, and 
Investments in Securities
Auditing Revenue in Certain Industries
Audit Sampling
Analytical Procedures
Common Peer Review Recommendations
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Accounting Pronouncements and Guidance Update
Presented below is a list of accounting pronouncements and 
other guidance issued since the publication of last year's alert. The 
AICPA Audit Risk Alert—2001/02 contains a summary explana­
tion of all of these issuances.
Help Desk—For information on accounting standards issued 
subsequent to the writing of this Alert, please refer to the 
AICPA Web site at www.aicpa.org, and the FASB Web site at 
www.fasb.org. You may also look for announcements of newly 
issued standards in the CPA Letter and Journal of Accountancy.
FASB Statement No. 141 
FASB Statement No. 142 
FASB Statement No. 143 
FASB Statement No. 144
FASB Technical 
Bulletin No. 01-1
SOP 00-3
SOP 01-1
SOP 01-2
AICPA Audit and 
Accounting Guide
Questions and Answers
Business Combinations
Goodwill and Other Intangible Assets
Accounting for Asset Retirement Obligations
Accounting for the Impairment or Disposal o f Long- 
Lived Assets
Effective Date for Certain Financial Institutions of 
Certain Provisions of Statement 140 Related to the 
Isolation o f Transferred Financial Assets
Accounting by Insurance Enterprises for 
Demutualizations and Formations o f Mutual 
Insurance Holding Companies and for Certain 
Long-Duration Participating Contracts
Amendment to Scope o f Statement o f Position 95-2, 
Financial Reporting by Nonpublic Investment 
Partnerships, to Include Commodity Pools
Accounting and Reporting by Health and Welfare 
Benefit Plans
Audits o f Investment Companies (With Conforming 
Changes as o f May 1, 2001)
FASB Statement No. 140
On the Horizon
Auditors should keep abreast of auditing and accounting devel­
opments and related guidance that may affect their engagements. 
Remember that exposure drafts are nonauthoritative and cannot 
be used as a basis for changing GAAP or GAAS. The AICPA gen-
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eral Audit Risk Alert—2001/02 summarizes some of the more sig­
nificant exposure drafts outstanding.
The following table lists the various standard-setting bodies’ Web 
sites where you can go to obtain information on outstanding ex­
posure drafts and download a copy of the exposure draft.
Standard-Setting Body Web site
AICPA Auditing 
Standards Board (ASB)
AICPA Accounting 
Standards Executive 
Committee (AcSEC)
Financial Accounting 
Standards Board (FASB)
Professional Ethics 
Executive Committee
www.aicpa.org/ members/div/auditstd/drafts.htm 
http :/www.aicpa.org/members/div/acctstd/edo/index.htm
www.rutgers.edu/Accounting/raw/fasb/draft/draftpg.html 
www.aicpa.org/members/div/ethics/index.htm
Help Desk—The AICPA’s standard-setting committees are 
now publishing exposure drafts o f proposed professional stan­
dards exclusively on the AICPA Web site. The AICPA will no­
tify interested parties by e-mail about new exposure drafts. To 
be added to the notification list for all AICPA exposure drafts, 
send your e-mail address to memsat@aicpa.org. Indicate “ex­
posure draft email list” in the subject header field to help 
process the submissions more efficiently. Include your full 
name, mailing address, and, if known, your membership and 
subscriber number in the message.
New Framework for the Audit Process
The ASB is reviewing the auditor’s consideration of the risk as­
sessment process in the auditing standards, including the neces­
sary understanding of the client’s business and the relationships 
among inherent, control, fraud, and other risks. The ASB expects 
to issue a series of exposure drafts in late 2001 and 2002. Some 
participants in the process expect the final standards to have an 
effect on the conduct of audits that has not been seen since the 
“Expectation Gap” standards were issued in 1988.
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Some of the more important changes to the standards that are ex­
pected to be proposed are:
• A requirement for a more robust understanding of the en­
tity’s business and environment that is more clearly linked 
to the assessment of the risk of material misstatement of 
the financial statements. Among other things, this will im­
prove the auditor’s assessment of inherent risk and elimi­
nate the “default” to assess inherent risk at the maximum.
• An increased emphasis on the importance of entity con­
trols with clearer guidance on what constitutes a sufficient 
knowledge of controls to plan the audit.
• A clarification of how the auditor may obtain evidence 
about the effectiveness of controls in obtaining an under­
standing of controls.
• A clarification of how the auditor plans and performs au­
diting procedures differently for higher and lower assessed 
risks of material misstatement at the assertion level while 
retaining a “safety net” of procedures.
These changes collectively are intended to improve the guidance 
on how the auditor operationalizes the audit risk model.
You should keep abreast of the status of these projects and pro­
jected exposure drafts, inasmuch as they will substantially affect 
the audit process. More information can be obtained on the 
AICPA’s Web site at www.aicpa.org.
Resource Central
Educational courses, Web sites, publications, and other resources 
available to CPAs
On the Bookshelf
The following are some of the AICPA publications that deliver 
valuable guidance and practical assistance as potent tools to be 
used on your engagements.
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• Auditing Derivative Instruments, Hedging Activities, and In­
vestments in Securities Audit Guide (product no. 
012520kk)
• Auditing Revenue in Certain Industries Audit Guide (prod­
uct no. 012510kk)
• Audit Sampling Audit Guide (product no. 012530kk)
• Analytical Procedures Audit Guide (product no. 012551kk)
• Accounting Trends & Techniques— 2001
• E-Business Industry Developments 2001/02 Audit Risk Alert
• Auditing Estimates and Other Soft Accounting Information 
Practice Aid (product no. 010010kk)
• Preparing and Reporting on Cash- and Tax-Basis Financial 
Statements Practice Aid (product no. 006701kk)
• Considering Fraud in a Financial Statement Audit: Practical 
Guidance for Applying SAS No. 82 Practice Aid (product 
no. 008883kk)
Audit and Accounting Manual
The Audit and Accounting Manual is a valuable nonauthoritative 
practice tool designed to provide assistance for audit, review, and 
compilation engagements. It contains numerous practice aids, 
samples, and illustrations, including audit programs, auditors’ re­
ports, checklists, engagement letters, management representation 
letters, and confirmation letters.
CD-ROM
The AICPA is currently offering a CD-ROM  product titled 
reSource: AICPA's Accounting and Auditing Literature. This 
CD-ROM  enables subscription access to the following AICPA 
Professional Literature products in a Windows format: Profes­
sional Standards, Technical Practice Aids, and Audit and Accounting 
Guides (available for purchase as a set that includes all Guides and 
the related Audit Risk Alerts, or as individual publications). This
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dynamic product allows you to purchase the specific titles you 
need and includes hypertext links to references within and be­
tween all products.
Educational Courses
The AICPA has developed a number of continuing professional 
education (CPE) courses that are valuable to CPAs working in 
the automobile dealership industry. Those courses include:
• Automobile Dealership Accounting (product no. 735156kk) 
Online CPE
The AICPA offers an online learning tool, AICPA InfoBytes. An an­
nual fee ($95 for members and $295 for nonmembers) will offer 
unlimited access to over 1,000 hours of online CPE in one- and 
two-hour segments. Register today at infobytes.aicpaservices.org.
CPE CD-ROM
The Practitioners Update (product no. 73811 0 kk) CD-ROM 
helps you keep on top of the latest standards. Issued twice a year, 
this cutting-edge course focuses primarily on new pronounce­
ments that will become effective during the upcoming audit cycle.
Member Satisfaction Center
To order AICPA products, receive information about AICPA ac­
tivities, and find help on your membership questions call the 
AICPA Member Satisfaction Center at (888) 777-7077.
Hotlines
Accounting and Auditing Technical Hotline
The AICPA Technical Hotline answers members’ inquiries about 
accounting, auditing, attestation, compilation, and review ser­
vices. Call (888) 777-7077.
Ethics Hotline
Members of the AICPA’s Professional Ethics Team answer in­
quiries concerning independence and other behavioral issues re­
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lated to the application of the AICPA Code of Professional Con­
duct. Call (888) 777-7077.
Conferences
National Auto Dealership Conference
Each fall the AICPA sponsors a National Auto Dealership Con­
ference that is specifically designed to update auditors and dealers 
on significant accounting, auditing, legal, financial, and tax de­
velopments affecting the auto dealership industry. Information 
on the conference may be obtained by calling the AICPA Confer­
ences Division at (201) 938-3556.
Web Sites
AICPA Online
AICPA Online offers CPAs the unique opportunity to stay 
abreast of matters relevant to the CPA profession. AICPA Online 
informs you of developments in the accounting and auditing 
world as well as developments in congressional and political af­
fairs affecting CPAs. In addition, AICPA Online offers informa­
tion about AICPA products and services, career resources, and 
online publications.
CPA2Biz
This new Web entity is the product of an independently incorporated 
joint venture between the AICPA and state societies. It currently offers 
a broad array of traditional and new products, services, communities, 
and capabilities so CPAs can better serve their clients and employers. 
Because it functions as a gateway to various professional and com­
mercial online resources, cpa2biz.com is considered a Web “portal.”
Some features cpa2biz provides or will provide include:
• Online access to AICPA products such as Audit and Ac­
counting Guides, and Audit Risk Alerts
• News feeds each user can customize
• CPA “communities”
• Online CPE
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• Web site development and hosting
• Electronic procurement tools to buy goods and services 
online
• Electronic recruitment tools to attract potential employees 
online
• Links to a wider variety of professional literature
• Advanced professional research tools
Other Helpful Web Sites
Further information on matters addressed in this Audit Risk 
Alert is available through various publications and services of­
fered by a number of organizations. Some of those organizations 
are listed in the table at the end of this Alert.
This Audit Risk Alert replaces Auto Dealership Industry Develop­
ments—2000/01.
The Audit Risk Alert Auto Dealership Industry Developments is 
published annually. As you encounter audit and industry issues 
that you believe warrant discussion in next year's Alert, please feel 
free to share them with us. Any other comments that you have 
about the Alert would also be greatly appreciated. You may e-mail 
your comments to ldelahanty@aicpa.org or write to:
Linda C. Delahanty 
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
48
APPENDIX
Federal Money Laundering Regulations
The Bank Secrecy Act (BSA), enacted to address the problem of 
money laundering, authorizes the U.S. Department of the Treasury 
to issue regulations requiring bank and nonbank financial institu­
tions to file reports, keep certain records, implement anti-money 
laundering programs and compliance procedures, and report suspi­
cious transactions to the government (see 31 CFR Part 103). Failure 
to comply with BSA reporting and recordkeeping provisions may 
result in the assessment of severe criminal and civil penalties. Auto­
mobile dealerships are defined as financial institutions under the Act 
(Title 31 USC 5312(a)(5312(a)(2)(T)) but are not currently subject 
to BSA rules. IRS regulations require dealerships to file reports for 
cash (and certain cash equivalents) transactions greater than 
$10,000 (26 USC 6050I . Cash transactions conducted by or on 
behalf of the same customer in a 24-hour period must be aggregated 
and, if the cash transactions exceed $10,000, must be reported. In 
addition, multiple cash transactions conducted over the course of a 
rolling one-year period, by or on behalf of the same person, must 
also be aggregated and reported if the dealership knows or has rea­
son to know that the transactions are related.
As with the BSA, structuring transactions to avoid reporting is 
prohibited, and willful failure to file a Form 8300 or to file incor­
rectly may result in severe criminal and civil penalties.
BSA rules governing the reporting of international transportation of 
currency or monetary instruments (CMIRs—Customs Form 4790) 
have not been modified since 1989, and foreign bank and financial 
accounts (FBARs—Treasury Form TDF 90-22.1) have not been 
modified since 1987. However, on January 16, 1997 (see the Fed­
eral Register), the Treasury issued a proposal to expand the statutory 
definition of monetary instruments to include foreign bank drafts.
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For copies of BSA forms mentioned in this appendix and more 
information regarding anti-money laundering issues, consult the 
FinCEN Web site at www.treas.gov/fincen.
INFORMATION SOURCES
Organization General Information Fax Services Internet Addresses
American Institute Order Department
of Certified (Member Satisfaction)
Public Harborside Financial
Accountants Center,
201 Plaza Three,
Jersey City, NJ
07311-3881
(888) 777-7077
Financial Order Department
Accounting P.O. Box 5116
Standards Board Norwalk, CT
06856-5116
(203) 847-0700, ext. 10
National 8400 Westpark Drive
Automobile McLean, VA 22102
Dealers (703) 821-7000
Association1
American 99 Canal Center Plaza
International Alexandria, VA
Auto Dealers 22314-1538
Association2
24-hour Fax 
Hotline
(201) 938-3787
www.aicpa.org
www.fasb.org
www.nada.org
1. The NADA is a not-for-profit organization promoting the interests of franchised 
new car and truck dealers in the United States. The NADA publishes economic 
newsletters, a monthly magazine, used car valuation guides, and other information 
on various aspects of dealerships.
2. The American International Auto Dealers Association is an organization promoting 
the interests of foreign franchises.
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